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Part 1 - Final Annual Budget 

EXECUTIVE MAYOR, CLLR. S. MEHLOMAKHULU’S POLICY SPEECH DURING 
TABLING OF THE 2017/18 IDP/BUDGET OF THE ALFRED NZO DISTRICT 
MUNICIPALITY TO THE SITTING OF SPECIAL COUNCIL MEETING HELD AT 
ALFRED NZO DISTRICT MUNICIPALITY COUNCIL CHAMBERS ON THE 31 MAY 
2017 

Honourable Speaker of the Council 

Chief Whip of the Majority Party and the Whippery 

Deputy Executive Mayor 

Members of the Mayoral Committee 

Chairperson of MPAC 

Councillors 

Traditional leaders 

Board Members of ANDA 

Chairperson of the Audit Committee 

Municipal Manager 

Senior Managers and Managers 

Alfred Nzo Development Agency CEO 

All our officials present here today 

lindwendwe nabahlali abasizimasileyo phaya kwi gallery 

Members of the media 

Friends and Comrades 
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Madam Speaker and the Council 

It was on 31 May 1 91 0 when the Union of South Africa declared its independence from the 
United Kingdom. Coincidentally, we are meeting on the last day of the month of May, 
which has been set aside in the Republic of South Africa as Africa month following in the 
footsteps of the adoption of the 25th May as the Africa Day by the Organisation of African 
Union (OAU) when it was formed in 1963 in Addis Ababa in Ethiopia, the OAU was 
changed in 2002 to the African Union (AU). 

In South Africa the month of May has been put aside as a platform to celebrate what it 
means to be African, to deepen and expand our knowledge, engage in cultural exchange, 
sharpen our ideas but also together craft our continental destiny. 

As part of the O.R.Tambo Centenary celebrations, Africa Day and Africa Month this year 
was celebrated under the theme: “The Year of OR Tambo: Building a Better Africa and a 
Better World”. 

“We must unite now or perish... We must recognise that our economic independence 
resides in our African union and requires the same concentration upon the political 
achievement.” - First President and Prime Minister of Ghana, Kwame Nkrumah in his 
address at the founding of the OAU, Addis Ababa, 1963. 

In responding to Kwame Nkrumah’s words as Africans, we odd to conduct activities and 
dialogues that are celebratory and educational, which must be instrumental in the political 
and socio-economic benefits for the people of South Africa and the rest of the continent, 
whilst we celebrate our Africaness and also recommit to building communities grounded 
on positive shared African values and principles. 

Madam Speaker 

“If you don’t have any good ideas, you are likely to waste money if it’s given to you! 

If you don’t have an idea, you can’t even know how much money you need... 

This is because; it’s your ideas that give you the cost to pay.” Israielmore Ayivor. 
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It is indeed a defining moment for us as a new Council of this municipality that we have 
finalised the crafting of a document that we collectively own as a result of our own ideas 
and inputs of the communities we serve. I am humbled by the fact that despite all those 
uncertainties and hardships this municipality is faced with, we are still committed to steer 
the ship to calmer waters. 

Today marks our first budget as this new Council. This budget is a pinnacle of everything 
that we as Council will achieve over the past five years. I am concerned about the trend of 
shrinking government income against fast growing indigent population. Only those 
municipalities who attempt to plan strategically and introduce water tight plans in order to 
manage their sustainability will survive. The compilation of our first year budget was 
difficult, testing and complex, however, it offers hope for the future. 

Honourable Councillors and distinguished guests 

With this budget against all odds, I believe this institution will have adequate capacity and 
expertise to achieve even greater things only if all our energies are channelled to the right 
direction and the mandate is clear to all involved. 

Madame Speaker, in March this year I presented to this Council a draft IDP-Budget for the 
year 2017/2018 which had been informed by the policy pronouncements tabled by national 
and provincial government which are aimed at advancing the social contract that we signed 
with the citizens of the republic during the local government elections. 

Honourable Councillors and our distinguished guests 

This budget comes at the time when our municipality is facing financial tough times. The 
budget presented today has undergone stringent cost cutting measures to ensure that we 
only focus on those items that would ensure that we provide the best services to our 
communities. 

Madame Speaker 

We are operating in a challenging environment as the municipality, where communities are 
expecting us to expedite the provision of basic services to them, whilst on the other side we 
are faced with the narrowing fiscal envelope which in turn calls for development of new 
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strategies to address the continuing increasing demand for service delivery by our 

communities. 

As we table this progressive programme of action, we are in the midst of financial challenges 
as the municipality, we further call upon all councillors and employees to adhere to cost 
cutting measures in order to prevent excessive expenditure on travel and subsistence, 
consultants, venue hire, accommodation, catering, municipal vehicles, cell-phones and 
telephones, car hire which are our main cost drivers that we have to curtail if we aim to 
stabilise our municipality. 

We need to remind ourselves that the year 2017/2018 will not be business as usual in our 
municipality. 

We have introduced belt tightening measures which are immediate whilst developing a 
turnaround strategy and business re-engineering strategy. The following, but not limited to, 
has been agreed upon as cost cutting measures after being identified as cost drivers:- 

1 . The budget for accommodation has been reduced drastically with a stipulated amount 
of R1 200 for accommodation. 

2. Travel arrangements will be done through the SCM office in order to reduce costs 
paid to travel agents. 

3. Catering and promotional material is abolished 

4. Reduction of stand-by personnel to one per water services area per week - a control 
measure in this regard is a weekly roaster that has to be developed. 

5. Reduction on the stand-by hours from 1 7:00 to 20:00 and 06:00 to 07:30 

6. Minimise people working on standby, overtime and stop water carting on weekends. 

7. Overtime paid not to exceed 30% of a person’s gross salary 

8. Overtime worked may be compensated by time off work. 

9. The S & T claims for personnel shall be limited to 1000 km per claim per month 

10. Travelling suspended except certain cases which will be approved by Senior 
Manager of the department. This will be limited to 1500km 

11. Meetings outside Mount Ayliff /ANDM suspended except for very critical meetings 
which will be approved by respective seniors. 

12. Vacant positions to be filled in the next financial year (2018/2019) will have to be 
approved by the Mayoral Committee. 
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Honourable Councillors 

Regardless of the financial challenges we face, we need to forge ahead with the rollout of 
basic services and as a Water Service Authority and Water Services Provider; it is our 
primary responsibility to accelerate provision of water and sanitation to our communities. 

Honorable Speaker and Councilors 

We have adopted a conservative approach when projecting revenue and cash flow for the 
medium term due to unfavorable conditions that confront our municipality. The contract 
register is high and also commitments resulting in municipal revenue and cash flow 
becoming under pressure over the medium term. 

The budget that I am presenting today reflects a surplus of R30 million which is intended to 
finance some of the municipality’s current commitments. The total operating revenue is 
R1 billion. 

It has decreased by R1 .1 billion for the 201 7/1 8 financial year when compared to the 201 6/1 7 
Budget which was R2.1 billion. 

The budget also indicates that the district municipality is highly dependent on grants as it 
has received R565 million and R437 million from equitable share. 

As the new Council we are starting on bad footing, as our reserves have been depleted and 
the situation compels us to leave within our means and do away with nice to have, and also 
take into cognisance the cost cutting measures as adopted by the Council. 

As the municipality, we have to accelerate our efforts to implement the revenue 
enhancement strategy and the funds generated internally will assist in putting aside some 
funds in order for us have reserves ezinokuthi zisincedise ngomhla ka xakeka. The strategy 
must seek to ensure that there is improvement in payment levels and recovery of 
outstanding debt. 
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In an attempt to assist municipalities in revenue collection the National Treasury is 
encouraging all municipalities to carefully review the level and structure of their water tariffs 
to ensure water tariffs are fully cost-reflective, water tariffs are structured to protect basic 
levels of service and ensure the provision of free water to the poorest of the poor (indigent); 
and water tariffs are designed to encourage efficient and sustainable consumption. With 
our water demands increasing each day, we are introducing measures to charge a flat rate 
to all affording rural water consumers especially those that have embarked in doing house 
connections at our exclusion. 

Honourable Councillors 

The inflation forecast used as basis for the adjustment of our municipal tariff has been 
applied as contained on MFMA Circular 59. In this regard a tariff increase of 6 % from 01 
July 2017 for water is recommended and a tariff increase of 6% for sanitation this is based 
mainly on the Consumer Price Index (CPI) inflation rate as projected by the National 
Treasury. 

Honourable Speaker 

There has been a decrease in our budget, as we have received R5 million compared to R8 
million that was allocated in the 2016/17 financial for Energy Efficiency and Demand Side 
Management Grant, which is aimed to provide subsidies to municipalities to implement 
Energy Efficiency and Demand Side Management initiatives within municipal infrastructure, 
in order to reduce electricity consumption and improve energy efficiency. 

We have moved with speed in the implementation of this programme in the past financial 
year, as you see our offices have lights that switches themselves automatically and also our 
air conditioners respectively to minimise costs. We have moved towards more energy saving 
and cost efficient lighting approaches in our buildings. 

Meanwhile, the budgeted allocation for employee related costs continues to increase every 
year as it was R223 million in 2016/17 financial year and for 2017/18 it has been provided 
for at R261 million. The growing amount for employee costs is a serious concern to the 
municipality, as every year we have continued to spend on employee costs beyond the set 

acceptable personnel costs to operating costs which ranges between 25-40%. With 
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employee costs staggering at almost 49 percent of the total operational expenditure, 
measures cited on cost cutting or containment measures attempt to introduce drastic ways 
of addressing this anomaly. I am planning an extended Mayoral Committee session on 14 
-15 June 2017 wherein we will reduce all these strategic plans into operational plans. 

Honorable Councilors 

Included in the budget provision is an amount of R20 million (2017/18), which has been 
allocated to the Alfred Nzo Development Agency so it can play its role in the developmental 
agenda of our district, More pleasing is the fact that our agency has been hard at work 
sourcing additional funding which will be instrumental in the implementation of an array of 
economic development initiatives. It is heartwarming to notice the strides ANDA is making 
in changing the lives of our communities. 

More efforts will be made to meet with their leadership to provide more opportunities and 
possibilities that will result in a more effective development agency. 

Distinguished guests 

On the other aside, operations and maintenance are a critical component towards our 
strides to provide reliable and quality services to our communities and in this regard we have 
put aside R21 million towards repairs and maintenance of the water and sanitation 
infrastructure. 

Madame Speaker 

Let me put it to this house that this allocation to operations and maintenance is a drop in the 
ocean taking to consideration the ageing infrastructure demands and maintenance, as well 
as costs that have been increased by a yearlong drought which has had a negative bearing 
on our infrastructure. 

Madame Speaker 

The African National Congress (ANC) is not oblivious to the magnitude of challenges facing 
our people. We share in the people’s impatience to overcome the challenges of un- 
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employment, crime, poverty and growing in-equality and corruption hence the 
implementation of these life changing programmes. 

In this regards we are forging ahead with the implementation of the Expanded Public Works 
Programme which is one of our fundamental approaches to address unemployment, poverty 
and skills development in our communities. 

We allocated RIO million towards implementation of various job creation initiatives that will 
be implemented throughout the district, lenkqubo izakuthi incedise ukususa ikati eziko 
kumakhaya amaninzi kwidolophu nelali zesithili sethu. 

As the ANC led municipality we remain loyal to the Freedom Charter and the principle that 
“the people shall govern Therefore, the attainment of power by the ANC is a means 
to fulfil the will of the people by ensuring a better life for all. 

Madame Speaker critical to this commitment is the role that must be played by our 
communities and civil society formations in our developmental agenda, as part of a 
progressive implementation of public participation. 

In order to accelerate public participation and accountability, we have put aside R1 

million towards preparation for the Open Council Day which will provide a platform for the 
executive to table the State of the District Address which will outline a clear programme of 
action for the Council and also table progress report to the citizens of the district. 

We are all well aware that the year 2017 has been set aside to celebrate the life and times 
of the struggle stalwart Oliver Reginald Tambo and in response we have set aside R500 000 
towards the centenary celebrations and we will also be utilising various funds that are also 
allocated to various departments as per their respective mandates. 

Madame Speaker 

In this regard I have formed an Inter-Mayoral Committee which on a day to day basis works 
with the management committee towards the coordination of the O.R. Tambo Centenary 
celebrations, which is a historic event for the district. 
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In respect to this milestone event a year-long series of awareness creation, educational, 
celebratory and commemoration activities will take place across the district, province and 
the country building up to the fully-fledged centenary celebration event on 27 October 2017. 
The international community will also join South Africa to honour this giant of a leader. 

A number of heritage and service delivery initiatives will be at various stages of completion 
after October 2017 in order to leave a lasting legacy of this colossal leader, for community 
utilisation and for future generations to appreciate their shared history. 

Moreover in our district which is the birth place of OR Tambo the centenary celebrations will 
serve as an opportunity to showcase and expedite development initiatives and legacy 
projects to our people. 

As part of our contribution in this regard we have allocated R1 .5 million towards phase one 
of the construction of the Mbizana Disaster Centre, which is critical step towards provision 
of quality emergency services to the people of Mbizana. 

Kwinzame zethu zokulwa nendlala nentswelo ngqesho, we will go ahead with the 
implementation of Vuka Alfred Nzo poverty alleviation programme which will be 
implemented in various communities of our district, as part of our local economic 
development initiatives and in this regard we have put aside R1 million. 

We recently witnessed a historic moment in our district when the President of the Republic 
of South Africa opened the Mbizana Rural Enterprise Development Hub which forms part of 
the Agri-parks initiative which is aimed at resuscitating the agricultural sector in our district. 
We have allocated R1 .2 million towards the rollout of this programme to other communities 
within our district. 

We are a district that is mainly populated by young people and in all our development 
initiatives we ought to be bias towards their development. All our programmes will target 
the youth, the disabled, women and people affected and infected by HIV/AIDS. 

Madam Speaker, as guided by Chapter 5, Section 25 of the Municipal Systems Act, 2000, 
as amended I present to this house the final Integrated Development Plan and budget for 
2017/1 8 financial year of the ANDM IDP 5Year Plan 2017-2022. 


Victory is gained by resolution and determination.” Prophet Mohammed 
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In conclusion Madame, Speaker and the Council, 

I therefore recommend that: 

1 . The Council adopts the final budget in line with section 24 of the Municipal Finance 
Management Act, (Act 56 of 2003) as presented to the Council. 

2. That the attached draft IDP, Budget and budget related policies in respect of the 
2017/2018 be adopted. 

3. The Total Operating Income is R1 billion (1 093 791 251), Total Operating 
Expenditure R 1 063 664 930 a surplus of R-30 126 320.95. 

Madame Speaker, 

Furthermore, the Council, acting in terms of section 75(a) of the Local Government: 
Municipal Systems Act (Act 32 of 2000 as amended) adopts with effect from 01 July 2017 
the final tariffs for the supply of water, the draft tariffs for sanitation services and all other 
tariffs as entailed in the municipality’s tariff policy. 

Madame Speaker 

The month of June is set aside to celebrate youth month, whilst on the other side as the 
Council we have dedicated the month to pay tribute to Alfred Baphethuxolo Nzo, who worked 
tirelessly alongside O.R. Tambo in the struggle against apartheid. These two giants of our 
struggle who both are the sons of our district have defied all odds and their background to 
be among the best respected human beings of our times. 

Madame Speaker, Honourable Councillors and citizens of the district 

I present to you the Alfred Nzo District Municipality’s programme of action. 

The task assigned is performed! 

I thank you 
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2.1 Budget Resolutions 

On 30 May 2017 a sitting of the Council of Alfred Nzo District Municipality met in the Council 
Chambers to consider the annual budget and draft Integrated Development Plan of the 
municipality for the financial year 2017/18. A Council sitting of 31 March 2017 will further take 
the following resolutions: 

1. In line with section 24 of the Municipal Finance Management Act, (Act 56 of 2003), council 
resolved to adopt: 

1.1. The annual budget of the municipality for the financial year 2017/18 and the multi- 
year and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification); 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote); 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type); 
and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and 
standard classification and associated funding 

1.1.5. Budget Related Policies 


2. The Council meeting, acting in terms of section 75A of the Local Government: Municipal 
Systems Act (Act 32 of 2000 as amended) further recommended noting of the following: 

2.1 .the tariffs for the supply of water 
2.2. the tariffs for sanitation services 
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2. Executive Summary 

The application of sound financial management principles for the implementation of the District 
Municipality’s budget is essential and critical to ensure that the district municipality remains 
financially viable and that municipal services are provided sustainably, economically and equitably 
to all communities. 

The district municipality’s business and service delivery priorities were reviewed as part of this 
year’s planning and budget process. Where appropriate, funds were transferred from low- to high- 
priority programs so as to maintain sound financial stewardship. A critical review was also 
undertaken of expenditures on noncore and ‘nice to have’ items. This has resulted in partial 
savings to the district municipality. Key areas where savings were realized were on telephone 
and internet usage, printing, workshops, traveling and accommodation, and catering. 

It is planned that in order to realize the revenue provisions as outlined in the budget, the district 
municipality needs to embark on implementing a range of revenue collection strategies to optimize 
the collection of debt owed by consumers. As a result the Credit Control and Debt Collection Policy 
has been reviewed to accommodate the latter whilst there were no changes in other budget related 
policies. Furthermore, the district municipality needs to undertake various customer care initiatives 
to ensure that the district municipality truly involves all citizens in the process of ensuring a 
people lead government. Also Tariffs have been set taking cognisance of the inflation rate and 
current collection levels as well as National Treasury guidelines. Tariffs have been increased at 
6% across the board. 

It should also be mentioned that the municipality managed to obtain the Qualified Audit Opinion 
for the 15/16 financial as presented by the Auditor General in the Council, the municipality has 
maintained the qualification opinion for 3 consecutive years after it has been receiving Disclaimer 
Audit Opinions for the last 5 years. 

The ANDM, in its Council sitting of the 30 August 2016, tabled the IDP/Budget process plan with 
its time schedules of key dates and activities to be followed when preparing the 17/18 MTREF 
budget. This is in line with Chapter 4 and Section 21 (1) of the MFMA. The IDP is aligned with the 
budget, and projects and programmes in the IDP are the same as those in the budget for the 
current year (201 7/2018) and the two outer years. 

The horizontal alignment will be between the district and local municipalities to ensure that 
planning activities and processes were coordinated and addressed jointly when dealing with 
IDP/Budget process plan. Vertical alignment on the other hand between local government, the 
province and national governments as well as parastatals or service providers to ensure that the 
IDPs are in line with the national and provincial policies and strategies has been certified, so that 
it is considered for the allocation of departmental budgets and conditional grants. 

In the previous years, when the municipality had only two local municipalities, major strides were 
made to reduce the water services backlogs, however after 2011 elections the backlog figures 
increased with the inclusion of the two new local municipalities. Even though the two local 
municipalities came with backlogs, the municipality continued to deliver the service especially with 
regards to provision of sanitation services i.e. VIP toilets in rural areas. 

The provision of services especially with respect to sanitation has been on the constant increase 
as opposed to water. This is mainly due to the fact that the provision of sanitation facilities i.e. VIP 
toilets is quick to implement while water services have a lot of statutory requirements that need to 
be adhered to before any construction work can commence. 
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Furthermore the municipality has identified a gap in supporting indigents within the municipality. 
Local municipalities will be taken on board in order to consolidate a comprehensive indigent 
register. The indigents will then be financed through the equitable share. 

National Treasury’s MFMA Circular’s No. 51, 54, 58, 59, 66, 67, 70,72, 74 , 75, 79 and 85 were 
used to guide the compilation of the 201 7/1 8 MTREF. 

The main challenges experienced during the compilation of the 2017/18 MTREF can be 
summarized as follows: 

• The ongoing difficulties in the national and local economy resulting in a weakened 
global economic outlook and a pattern of slow growth; 

• Downward revision of South Africa’s gross domestic product (GDP) forecast for 201 7/1 8; 
and as well as possible downward rating of SA economic statues; 

• Aging and poorly maintained water and sanitation infrastructure; 

• The need to reprioritize projects and expenditure within the existing resource envelope 
given the cash flow realities and declining cash position of the municipality; 

• The increased cost of bulk water (due to tariff increase by the Department of 

• Water Affairs), which is placing upward pressure on service tariffs to residents. 

• Continuous high tariff increases are not sustainable - as there will be point where 

services will no-longer be affordable; 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well 
as the need to fill critical vacancies; 

• Affordability of capital projects; and 

• Continued budget provisions being made for unfunded/partially funded mandates 

(Municipal Health Services). 
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The following budget principles and guidelines directly informed the compilation of the 

2017/18 MTREF: 

• The 2016/17 Adjustments Budget priorities and targets, as well as the base line 
allocations contained in that Adjustments Budget were used as the upper limits for the 
new baselines for the 201 7/1 8 annual budget, and as well as MFMA circulars; 

• Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 

• Tariff increases should be affordable and should generally not exceed inflation as 
measured by the CPI, except where there are price increases in the inputs of services that 
are beyond the control of the municipality, for instance the cost of bulk water and electricity. 
In addition, tariffs need to remain or move towards being cost reflective, and should take 
into account the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial unfunded projects unless 
the necessary grants to the municipality are reflected in the national and provincial budget 
and have been gazetted as required by the annual Division of Revenue Act; 

• Going back to basics and reduction of expenditure on nice to have’s. 

In view of the aforementioned, the following table is a consolidated overview of the 

proposed 2017/18 Medium-term Revenue and Expenditure Framework: 

Table l.a Consolidated Overview of the 2017/18 MTREF 



Medium Term Revenue & Expenditure 
Framework (MTREF) 


2016/2017 

BUUGbl YK. 1 

2017/2018 

BUDUETTRT2 

2018/2019 

BUUGbl YK. 3 

2019/2020 


ADJUSTED 

BUDGET 

ANNUAL 

BUDGET 

ANNUAL 

BUDGET 

ANNUAL 

BUDGET 

Total Revenue 

1 231 438 966 

1093 791 251 

1285 237 935 

1 255 793 392 

Total Operating Expenditure 

(659 522 885) 

(531 391 182) 

(560 166 651) 

(565 192 927) 

Surplus/Deticit tor the Year 

571 915 585 

re- 7i qi e eoe\ 

532 273 748 

1^1 773 ~7AQ\ 

550 742 898 

/CCH 7/17 QQQ\ 

560 402 211 

A H7 71 1 \ 






NET SURPLUS/(DEFICIT) 

(1) 

(30 126 320) 

(174 328 386) 

(130 198 254) 
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REVENUE SOURCES 2017 - 2018 




INTERNAL FUNDS 

36 037 251 

3.3% 

GRANTS -NT/ PT 

565 168 000 

51.7% 

EQUITABLE SHARE 

437 586 000 

40.0%, 

OPERA TING RESER VES / 
INVESTMENTS 

55 000 000 

5.0% 







Total expenditure 

1 063 664 930 

1 00% 





EXPENDITURE ALLOCATIONS 

Table 1 C 


OPERATING EXPENDITURE 


DESCRIPTION 

AMOUNT 

% TO OPEX 

% TO TOT BUDGET 





TOTAL EMPLOYEE RELATED COSTS 

261938 199 

49.29% 

24.63% 

TOTAL INTEREST EXPENSE - EXTERNAL 

888 000 

0.17% 

0.08% 

TOTAL DEPRECIATION 

55 000 000 

10.35% 

5.17% 

TOTAL REPAIRS & MAINTENANCE 

21 200 000 

3.99% 

1.99% 

TOTAL GRANTS & SUBSIDIES PAID 

20 000 000 

3.76% 

1.88% 

TOTAL BULK PURCHASE 

3 000 000 

0.56% 

0.28% 

TOTAL GENERAL EXPENSES 

146 864 983 

27.64% 

13.81% 

TOTAL CONTR. TO / FROM PROVISIONS 

22 500 000 

4.24% 

2.12% 

CAPITAL PROJECTS 

532 273 748 

0.00% 

50.04% 

TOTAL BUDGET 

1 063 664 930 

100% 

100% 
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OPERATING EXPENDITURE 2017 - 2018 



■ TOTAL EMPLOYEE RELATED 
COSTS 

■ TOTAL INTEREST EXPENSE - 
EXTERNAL 

■ TOTAL DEPRECIATION 

■ TOTAL REPAIRS & MAINTENANCE 

■ TOTAL GRANTS & SUBSIDIES PAID 

■ TOTAL BULK PURCHASE 

n TOTAL GENERAL EXPENSES 

■ TOTAL CONTR. TO / FROM 
PROVISIONS 

■ CAPITAL PROJECTS 


ALFRED NZO DISTRICT MUNICIPALITY 

FINAL ANNUAL BUDGET BUDGET 2017 - 2018 MTREF 

SUMMARY - ALL DEPARTMENTS 

DRAFT ANNUAL BUDGET 2017 - 2018 

BUDGET YR. 1 

BUDGET YR.l BUDGET YR.2 

BUDGET YR.3 

2016/2017 

2017/2018 Medium Term Revenue 8i Expenditure 

ORIGINAL 

BUDGET 

MID-TERM 

ADJUSTED 

BUDGET 

FINAL ANNUAL 

BUDGET 

2017/2018 

Budget Year +1 
2018/19 

Budget Year +2 
2019/20 

DESCRIPTIONS 

R 

R 


R 

R 






INTERNAL FUNDS (OWN REVENUE) 

(38 608 920) 

(30 343 505) (36 037 251) 

(38 021 375) 

(40 087 572) 

GRANTS -NT / PT 

(717 381 000) 

(752 786 000) (565 168 000) 

(615 766 000) 

(609 389 000) 

EQUITABLE SHARE 

(387 047 000) 

(387 047 000) (437 586 000) 

(511 925 000) 

(557 420 000) 

EXTERNAL LOAN 

(1000 000 000) 

- 

- 

- 

OPERATING RESERVES / INVESTMENTS 

- 

(61 261 966) (55 000 000) 

(119 525 560) 

(48 896 820) 

TOTAL OPERATING REVENUE 

(2 143 036 920) 

(1 231 438 471) (1 093 791 251) 

(1 285 237 935) 

(1 255 793 392) 


Total Revenue (R1 093 billion) has been decreased by 5 1 % from the original budget as a 
results of long-term loan application for capital project funding that was not approved by T reasury 
and a decrease of grants from R717m to R565. The major decrease in grants is caused by the 
schedule 6B grant wherein the municipality receives a portion not a full portion as gazetted in 
DORA but this time the amount that is gazetted is the actual portion that will be transferred to 
the municipality. The Internal Funding for R36m comprises of own revenue. Internal funding has 
also dropped compared to the previous financial years due to fact that the funds were used on 
capital projects with the anticipation that they will be refunded by the loan that was applied for 
specifically for capital 
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projects but was not approved by DBSA and National Treasury. Equitable share has increased 
from R387million to R437 million. 


ALFRED NZO DISTRICT MUNICIPALITY 

FINAL ANNUAL BUDGET BUDGET 2017 - 2018 MTREF 

SUMMARY - ALL DEPARTMENTS 

DRAFT ANNUAL BUDGET 2017 - 2018 

BUDGET YR. 1 

BUDGET YR.l BUDGET YR.2 

BUDGET YR.3 

2016/2017 

2017/2018 Medium Term Revenue & Expenditure 

ORIGINAL 

BUDGET 

MID-TERM 

ADJUSTED 

BUDGET 

FINAL ANNUAL 

BUDGET 

2017/2018 

Budget Year +1 
2018/19 

Budget Year +2 
2019/20 

DESCRIPTIONS 

R 

R 


R 

R 






OPERATING EXPENDITURE 





TOTAL EMPLOYEES RELATED COST 

223 060 549 

232 584 291 261 938 199 

276 868 677 

292 373 323 

TOTAL INTEREST EXPENSE - EXTERNAL 

36 369 175 

960 246 888 000 

938 616 

991 178 

TOTAL DEPRECIATION 

55 000 000 

55 000 000 55 000 000 

58 135 000 

61 390 560 

TOTAL REPAI RS & MAI NTENANCE 

41 331 901 

46 831 901 21 200 000 

22 408 400 

23 551 651 

TOTAL GRANTS AND SUBSIDIES PAID 

20 000 000 

20 000 000 20 000 000 

21 140 000 

- 

TOTAL BULK PURCHASE 

4 500 000 

6 500 000 3 000 000 

3 171 000 

3 348 576 

TOTAL LOSS ON DISPOSAL OF PPE 

- 

- 

- 

- 

TOTAL GENERAL EXPENSES 

281 381 399 

277 646 448 146 864 983 

153 722 459 

158 423 319 

TOTAL CONTR TO/FROM PROVISIONS 

20 000 000 

20 000 000 22 500 000 

23 782 500 

25 114 320 

TOTAL OPERATING EXPENDITURE 

681 643 023 

659 522 885 531 391 182 560 166 651 565 192 927 




OPERATING (SURPLUS) / DEFICIT 

681 643 023 

659 522 885 531 391 182 560 166 651 565 192 927 




CAPITAL PROJECTS 

1 461 393 752 

571 915 585 532 273 748 550 742 898 560 402 211 




TOTAL EXPENDITURE 

2 143 036 775 

1 231 438 470 1 063 664 930 1 110 909 549 1 125 595 138 




TOTAL BUDGET (SURPLUS) /DEFICIT 

(145) 

(1) -30 126 320.95 (174 328 386) (130 198 254) 





Total operating expenditure for the 2017/18 financial year has been appropriated at 531 million 
and translates into a percentage decrease of 24 per cent from 2016/1 7 adjusted budget. Operating 
expenditure continues to increase in the outer year during 2018/19 and 2019/20. An operating 
surplus of R30m, R1 74m and R1 30m has been budgeted for over the MTREF. 

It must also be emphasized that due to increased pressures from key departments and a spiraling 
growth in personnel costs coupled with necessary provisions to be made in lieu of depreciation 
and repairs and maintenance, year on year growth in the district municipalities budget over the 
MTREF is less than 5%. 

The capital budget of R532 million for 2017/18 has decreased by 7% from the 2016/17 
Adjustment Budget. This decrease is mainly caused by the decline in the DORA allocation for 
funding. Also, due to exhausted reserves base that has been pre-dominantly utilized in the 
previous financial years to finance capital expenditure, provision made from internal reserves has 
drastically been reduced and fully utilized in MIG projects and frontloading funding since the 
funding from DBSA frontloading was not approved and as such reserves have been fully 
whopped. However, continuing to finance such project need additional funding source and as 
such senior managers have to be grant hunters so as to boost the financial distress. 
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The capital program increases to R 550 million in the 2018/19 financial year and then to R 560 
million during 2019/20. Also, a portion of the capital budget will be funded from revenue 
generating projects including implementation of revenue enhancement strategy. In terms of GRAP 
format Capital Grants receivable are included in the Operating Budget. Capital Expenditure are 
not included in Operating Budget. 


Operating expenditure is the day to day management items of the Municipality, i.e.: Salaries and 
Wages, Repairs and Maintenance, Debt Servicing, Depreciation on Assets, Insurance, Electricity, 
Telephone, Subsistence and Travelling Allowances, Fuel etc. The total budget amounts to 
R531 391 182. As part of the OR Tambo National Centenary program to celebrate his life and 
times which has been approved by the department of Arts and Culture, the municipality has also 
set aside some funds to contribute towards running this program that will be held at Nkantolo in 
Mbizana. Also the municipality needs to adhere to Circular 82 - Cost Containment Measures 
issued by National Treasury, as a result items like catering, Subsistence and Travelling and 
Conference fees have been reduced drastically. 

Table 1 hereunder summarizes the budget per department. General Managers must manage their 
own budgets consulting with the Chairpersons of the Standing Committees and the Standing 
Committees where necessary. Allocations per line item are done by the departments themselves, 
as long as they don’t exceed the amounts allocated per Table 

1. Table 1 which is Consolidated Overview of the 2017/18 Medium Term Revenue Expenditure 
Forecast. 


MID-TERM PROPOSED FINAL 

ORIGINAL ADJUSTMENTS ANNUAL BUDGET 
ITEMNANE BUDGET BUDGET 17/18 


TOTAL DEPARTMENTAL BUDGET 


EXECUTIVE & COUNCIL 

15 593 962 

17 740 277 

12 938 363 

SPEAKER 

4 150 000 

5 645 000 

2 695 500 

CHIEF WHIP 

1 615 000 

1 195 000 

475 000 

MUNICIPAL MANAGER 

54 147 032 

55 679 390 

47 590 656 

SPECIAL PROGRAMS UNIT 

5 790 000 

5 000 000 

4 400 000 

PLANNING & LED 

121 792 750 

43 128 103 

36 373 364 

BTO 

144 795 784 

140 773 967 

130 873 530 

IDMS 

1 615 682 076 

805 377 321 

701 041 016 

COMMUNITY SERVICES 

94 867 682 

76 856 357 

68 934 292 

CORPORATE SERVICES 

84 602 493 

80 043 055 

58 343 209 


TOTAL BUDGET 2 143 036 779 1 231 438 470 1 063 664 930 
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Table 2 Summary of revenue classified by main revenue source 


REVENUE SOURCES- 

2017/2018 





DESCRIPTION 

AMOUNT 

% 




INTERNAL FUNDS (OWN REVENUE) 

36 037 251 

3.15% 

GRANTS - NT/ PT 

565 168 000 

49.44% 

EQUITABLE SHARE 

437 586 000 

38.28% 

OPERATING RESERVES / INVESTMENTS 

55 000 000 

9.13% 

TOTAL OPERATING REVENUE 

1 093 791 251 

100.00% 


REVENUE SOURCES - 2017/2018 


600 000 000 

500 000 000 

400 000 000 

300 000 000 

200 000 000 

100 000 000 



INTERNAL FUNDS (OWN GRANTS- NT/ PT EQUITABLE SHARE OPERATING RESERVES / 

REVENUE) INVESTMENTS 


Implementing a revenue enhancement turnaround strategy is the only plan to be implemented to 
achieve better revenue outcomes, by critically reviewing the current revenue management business 
models and processes being applied within the Afraid Nzo District Municipality. 

To effectively deal with the current challenges, ANDM must plan and implement effective and 
integrated revenue enhancement strategies. To improve on the current business model it is 
important to identify all the critical elements that currently affect municipal revenue performance. 

This review process will provide a sound platform for effective planning. The need for an integrated 
approach should not be taken lightly. Isolated projects that focus on symptoms like debt and access 
to services, rather than root cause further compound the current crisis. 
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For the district municipality to continue improving the quality of services provided to its citizens it 
needs to generate the required revenue. In these tough economic times strong revenue 
management is fundamental to the financial sustainability of every municipality. The reality is 
that we are faced with development backlogs and poverty. The expenditure required to address 
these challenges will inevitably always exceed available funding; hence difficult choices have to 
be made in relation to tariff increases and balancing expenditures against realistically anticipated 
revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the district municipality and continued economic development; 

• Efficient revenue management, which aims to ensure approximately 60% per cent of 
annual collection rate for key service charges; 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services (water and sanitation); 

• Determining the tariff escalation rate by establishing/calculating the revenue requirement 
of each service; 

• Increase ability to extend new services and recover costs; 


3.1 Conventional Water Meter & Prepaid Water Meter Maintenance 

To ensure that the prepaid water meters installed are maintained and kept in working order, the 
maintenance of these meters will be critical, in future we expect to see an increase in water meter 
maintenance. The maintenance process required that the correct procedures are followed to ensure 
that should the Auditor General (AG) require any information, all will be available. These procedures 
included: - Logging on the maintenance issue, issuing of a Works Order, recording the action taken 
by the visiting plumbers, this could include: Possible materials used; the labelling and storage of 
each meter being removed; recording of the prepaid meter number replaced; completion of the 
warranty form if required, register GPS Coordinates; register Time and Date of action, pairing of User 
Interface units of consumers. 
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DC44 Alfred Nzo - Table A1 Consolidated Budget Summary 


Description 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/18 Medium Term Revenue & 
Expenditure Framework 

R thousands 

Audited Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audit 

outcome 

Budget 

Year 

2017/18 

Budget 
Year +1 
2018/19 

Budget 
Year +2 
2019/20 

Financial Performance 











Property rates 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges 

15 363 

18 777 

25 668 

28 509 

19 257 

19136 

- 

23 586 

24 931 

26 327 

Investment revenue 

16 497 

27160 

11 871 

8 000 

8 000 

8 000 

- 

10 000 

10 500 

11 025 

Transfers recognised - operational 

736 736 

374 159 

480 062 

531 431 

566 836 

566 836 

- 

467 480 

530 375 

575 069 

Other own revenue 

3 840 

3 346 

5 392 

1 002 100 

64124 

64124 

- 

57 852 

122 541 

52 081 


772 436 

423 441 

522 994 

1 570 040 

658 216 

658 096 

_ 

558 919 

688 346 

664 501 

Total Revenue (excluding capital transfers and 
contributions) 











Employee costs 

151 328 

189 602 

198 473 

213 767 

224 244 

224 244 

- 

251 940 

266 300 

281 212 

Remuneration of councillors 

7 722 

8 626 

8 688 

9 294 

9 340 

9 340 

- 

9 998 

10 568 

11 160 

Depreciation & asset impairment 

51 887 

51 430 

58 862 

55 000 

55 000 

55 000 

- 

55 000 

58135 

61 391 

Finance charges 

2 175 

1 641 

6 529 

- 

- 

- 

- 

888 

939 

991 

Materials and bulk purchases 

16 037 

33189 

48 215 

3 500 

4154 

4154 

- 

24 200 

25 579 

26 900 

Transfers and grants 

137 448 

79 492 

43 906 

- 

- 

- 

- 

20 000 

21 140 

- 

Other expenditure 

152 629 

167 218 

190 742 

20 000 

20 000 

20 000 

- 

169 365 

177 505 

183 538 

Total Expenditure 

519 225 

531 198 

555 416 

301 561 

312 739 

312 739 

- 

531 391 

560 167 

565 192 

Surplus/(Deficit) 

Transfers and subsidies - capital (monetary 

253 211 

(107 757) 

(32 422) 

1 268 479 

345 478 

345 357 

- 

27 527 

128180 

99 310 

allocations) (National / Provincial and District) 

- 

445 782 

422 206 

- 

- 

- 

- 

535 274 

597 316 

591 740 

Contributions recognised - capital & contributed assets 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 


253 211 

338 025 

389 785 

1 268 479 

345 478 

345 357 

_ 

562 801 

725 496 

691 050 

Surplus/(Deficit) after capital transfers & 
contributions 











Share of surplus/ (deficit) of associate 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Surplus/(Deficit) for the year 

253 211 

338 025 

389 785 

1 268 479 

345 478 

345 357 

- 

562 801 

725 496 

691 050 

Capital expenditure & funds sources 

Capital expenditure 

296 156 

508 010 

527 549 

1 523 833 

583 296 

583 296 


532 274 

550 743 

560 402 

Transfers recognised - capital 

295 801 

476 583 

500 261 

1 496 783 

571 916 

571 916 

- 

532 274 

550 743 

560 402 

Public contributions & donations 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Internally generated funds 

355 

31 427 

24 728 

- 

- 

- 

- 

- 

- 

- 

Total sources of capital funds 

296 156 

508 010 

524 989 

1 496 783 

571 916 

571 916 

- 

532 274 

550 743 

560 402 

Financial position 











Total current assets 

285 420 

198 045 

80143 

60 138 

60138 

60138 

- 

44 786 

47 339 

49 878 
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Total non-current assets 

1 900 832 

2 855446 

2 855446 

2 859 369 

2 859 369 

2 859 369 

- 

1 480 028 

1 620 299 

1 665 821 

Total current liabilities 

128 562 

172 760 

172 760 

200 005 

200 005 

200 005 

- 

170 253 

178 444 

184 529 

Total non-current liabilities 

34 859 

19717 

19717 

1 005 057 

1 005 057 

1 005 057 

- 

- 

- 

- 

Community wealth/Equity 

2 022 832 

2 743 113 

2 743 113 

1 714 445 

1 714 445 

1 714 445 

- 

85126 

293 854 

179 095 

Cash flows 











Net cash from (used) operating 

1 399 956 

1 302 681 

1 481 911 

571 783 

571 783 

571 783 

- 

562 400 

725 071 

690 600 

Net cash from (used) investing 

507 707 

580 609 

(461 311) 

(1 496 783) 

(1 496 783) 

(1 496 783) 

- 

(532 274) 

(550 743) 

(560 402) 

Net cash from (used) financing 

- 

- 

542 

967 767 

967 767 

967 767 

- 

- 

- 

- 

Cash/cash equivalents at the year end 

2 110 588 

2 017 892 

1 094 964 

42 767 

42 767 

42 767 

- 

66 502 

240 830 

371 028 

Cash backina/surplus reconciliation 











Cash and investments available 

258 530 

126 606 

36 375 

163193 

163193 

163193 

- 

1 002 754 

1 127 691 

1 166 809 

Application of cash and investments 

25 953 

(11 223) 

116159 

174110 

174110 

174110 

- 

178 395 

248 389 

181 144 

Balance - surplus (shortfall) 

232 577 

137 829 

(79 784) 

(10 917) 

(10 917) 

(10 917) 

- 

824 359 

879 302 

985 665 

Asset manaaement 











Asset register summary (WDV) 

1 900 832 

2 393 623 

2 864 778 

2 738 943 

1 814 076 

1 814 076 

532 274 

532 274 

550 743 

560 402 

Depreciation 

51 121 

47 964 

39 607 

55 000 

55 000 

55 000 

55 000 

55 000 

58135 

61 391 

Renewal of Existing Assets 

- 

- 

- 

- 

- 

- 

- 

533 924 

552 487 

562 244 

Repairs and Maintenance 

13 699 

29111 

- 

- 

- 

- 

21 200 

21 200 

22 408 

23 552 

Free services 











Cost of Free Basic Services provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Revenue cost of free services provided 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Households below minimum service level 











Water: 

24 

24 

- 

24 

24 

24 

100 

100 

91 

82 

Sanitation/sewerage: 

28 

28 

- 

28 

28 

28 

- 

- 

- 

- 

Energy: 

- 

3 

- 

4 161 

4161 

6 

- 

- 

- 

- 

Refuse: 

184 

232 

- 

226 

226 

226 

- 

- 

- 

- 
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Only revenue generated from water and sanitation service charges forms a significant percentage 
of own generated revenue. Such revenue totals R23 million (2017/18), R24 million (2018/19) 
and R26 million (2019/20) over the MTREF. Currently, the district municipality is performing a 
water meter audit, replacement and installation of new water and prepaid water meters exercise 
from source to tap for all consumers. This project is expected to be completed by June 2017. 
Linked to this project is a data cleansing project. The meter audit is being performed and all 
faulty meters are either being fixed or replaced as well as installation of new water meters for all 
consumers who do not have functioning water meters is in progress. 

Likewise with all other rural district municipalities, our District municipality significantly relies on 
grants to finance both its operations and capital expenditure without which it could cease to exist. 
The implementation of revenue enhancement strategy is imperative in ensuring increase in 
ANDM’s internal revenue. 

Included in programs budgeted for that continue to be unfunded mandates is Municipal Health 
Services. The agreement signed between the district municipality and the relevant department 
has come to an end on the 16/17 financial year and this program is funded internally. Until the 
district municipality realizes the portion of grant to finance expenditure that goes with this function, 
continuing to finance it internally will remain an unfunded mandate. As a result of this anomaly 
and as required by the Municipal Budget and Reporting Regulations, the 2017/18 budget has 
not accounted for any grant to be received in lieu of this function as it has not been gazetted in 
the Provincial Gazette. 

Operating grants and transfers totals R467 million in the 2017/18 financial year and increases to 
R530 million in 2018/19 and steadily increases again to R575 million in 
2019/20.The following table gives a breakdown of the various operating grants and subsidies 
allocated to the municipality over the medium term: 


27 



Alfred Nzo District Municipality 


2017/18 Annual Budget and MTREF 


Table 3 Operating Transfers and Grant Receipts 



CURRENT FINANCIAL YEAR 2016 - 
2017 

BUDGET YR.1 

BUDGET YR.2 

BUDGET YR.3 


2017/18 Medium Term Revenue & Expenditure Framework 

ITEM NAME 

ORIGINAL 

BUDGET 

MID-TERM 

ADJUSTMENTS 

BUDGET 

Proposed 

Budget 2017/18 

Budget Year +1 
2018/19 

Budget Year +1 
2019/20 







EQUITABLE SHARES 

-387 047 000 

-387 047 000 

-437 586 000 

-51 1 925 000 

-557 420 000 

FMG GRANT 

-1 460 000 

-1 460 000 

-1 795 000 

-2 050 000 

-2 050 000 

ARTS AND CULTURE (HERITAGE) 


-405 000 

- 

- 

- 

HUMAN SETTLEMENTS 

- 

-40 000 000 

- 

- 

- 

DISASTER MNGT RESPONSE 
RECOVERY 

-2 800 000 

-2 800 000 

- 

- 

- 

MSIG 

-1 790 000 

-1 790 000 

-2 425 000 

- 

- 

EPWP 

-6 006 000 

-6 006 000 

-10 280 000 

- 

- 

MIG 

-361 497 000 

-361 497 000 

-382 989 000 

-406 420 000 

-431 148 000 

REGIONAL BULK INFRANSTRUCTURE 

-211 500 000 

-21 1 500 000 

-40 000 000 

-83 441 000 

-68 000 000 

TRANSPORT 

-2 157 000 

-2 157 000 

-2 285 000 

-2 455 000 

-2 592 000 

WSIG 

-101 171 000 

-101 171 000 

-110 000 000 

-105 000 000 

-90 000 000 

ISDG 

-5 000 000 

-5 000 000 

-5 394 000 

-5 400 000 

-5 599 000 

DITP 

-1 500 000 

-1 500 000 

- 

- 

- 

RURAL HOUSING INFRASTR GRANT 

-4 500 000 

-4 500 000 

- 

- 

- 

ENERGY EFFIC & DEMAND SIDE MAN 

-8 000 000 

-8 000 000 

-5 000 000 

-6 000 000 

-5 000 000 

LG SETA - MANDATORY GRANT 

-5 000 000 

- 

-5 000 000 

-5 000 000 

-5 000 000 

LG SETA - MANDATORY GRANT 

-5 000 000 

-5 000 000 

- 

- 

- 

TOTAL GRANTS ALLOCATION 

-1 104 428 000 

-1 139 833 000 

-1 002 754 000 

-1 127 691 000 

-1 166 809 000 


4. Sale of Water and Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with electricity, 
since demand growth outstrips supply. Consequently, National Treasury is encouraging all 
municipalities to carefully review the level and structure of their water tariffs to ensure: 

• Water tariffs are fully cost-reflective - including the cost of maintenance and renewal 
of purification plants, water networks and the cost associated with reticulation expansion; 

• Water tariffs are structured to protect basic levels of service and ensure the provision 
of free water to the poorest of the poor (indigent); and 

• Water tariffs are designed to encourage efficient and sustainable consumption. 

In addition, National T reasury has urged all municipalities to ensure that water tariff structures are 
cost reflective. As a district municipality, plans are that once the water meter audit exercise is 
completed as well as installation of water meters, a tariff determination exercise will be performed 
for full implementation during the 201 7/1 8 financial year. 

Better maintenance of infrastructure, new dam construction and cost-reflective tariffs will ensure 
that the supply challenges are managed in future to ensure sustainability. 
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A tariff increase of 6 per cent from 1 July 2017 for water is proposed. This is based primary 
based on the CPI inflation rate of 6.1 per cent as projected by the National Treasury. 
In addition once credible systems are put in place it is expected that 6 kf water per 30-day period 
will again be granted free of charge to all qualifying residents. 


4.1. Sanitation and Impact of Tariff Increases 

A tariff increase of 6 per cent for sanitation from 1 July 2017 is also proposed. This is based on 
the input cost assumptions related to water. The proposed tariff increases remain the same 
as those proposed in the current year. Due to prevailing economic conditions, increasing these 
beyond the current inflation rate would impact negatively on consumers ability to service their 
debts. 


5.2 Operating Expenditure Framework 

The District Municipality’s expenditure framework for the 2017/18 budget and MTREF is informed 

by the following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash-backed reserves to fund any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog 
eradication plan; 

• Operational gains and efficiencies will be directed to funding the capital budget and 
other core services; and 

• Ensuring that the district municipality implements the back to basics exercise so as to 
reduce non-priority spending. 

The following table is a high level summary of the 2017/18 budget and MTREF (classified per 

main type of operating expenditure) 
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Alfred Nzo District Municipality 


2017/18 Annual Budget and MTREF 


DC44 Alfred Nzo ■ Table A4 Consolidated Budgeted Financial Performance (revenue and expenditure) 


Description 

Ref 

2013/14 

2014/15 

2015/16 

Current Year 2016/17 

2017/18 Medium Term Revenue & 

Expenditure Framework 

R thousand 


Audited 

Audited 

Audited 

Original 

Adjusted 

Full Year 

Pre-audit 

Budget Year 

Budget Year 

Budget Year 


Outcome 

Outcome 

Outcome 

Budget 

Budget 

Forecast 

outcome 

2017/18 

+1 2018/19 

+2 2019/20 

Revenue Bv Source 












Property rates 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - electricity revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - water revenue 

2 

15 363 

16 960 

25 668 

26 000 

16 748 

16 010 

- 

20 054 

21 197 

22 384 

Service charges - sanitation revenue 

2 

- 

1 816 

- 

2 509 

2 509 

3126 

- 

3 532 

3 734 

3 943 

Service charges - refuse revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Service charges - other 

Rental of facilities and equipment 


255 

184 

234 

330 

131 

131 


401 

424 

448 

Interest earned - external investments 


16 497 

27 160 

11 871 

8 000 

8 000 

8 000 


10 000 

10 500 

11 025 

Interest earned - outstanding debtors 


1 426 










Dividends received 

Fines, penalties and forfeits 

Licences and permits 

Agency services 


4 

31 

20 








Transfers and subsidies 


736 736 

374 159 

480 062 

531 431 

566 836 

566 836 


467 480 

530 375 

575 069 

Other revenue 

2 

1 528 

3 131 

5138 

1 001 770 

63 993 

63 993 

- 

57 451 

122 116 

51 633 

Gains on disposal of PPE 


627 










Total Revenue (excluding capital transfers 
and contributions) 


772 436 

423 441 

522 994 

1 570 040 

658 216 

658 096 

- 

558 919 

688 346 

664 501 

Expenditure Bv Type 












Employee related costs 

2 

151 328 

189 602 

198 473 

213 767 

224 244 

224 244 

- 

251 940 

266 300 

281 212 

Remuneration of councillors 


7 722 

8 626 

8 688 

9 294 

9 340 

9 340 


9 998 

10 568 

11 160 

Debt impairment 

3 

14 014 

13 543 

22 129 

20 000 

20 000 

20 000 


22 500 

23 783 

25114 

Depreciation & asset impairment 

2 

51 887 

51 430 

58 862 

55 000 

55 000 

55 000 

- 

55 000 

58 135 

61 391 

Finance charges 


2175 

1 641 

6 529 





888 

939 

991 

Bulk purchases 

2 

2 338 

4 078 

5 350 

3 500 

4 154 

4 154 

- 

3 000 

3 171 

3 349 

Other materials 

8 

13 699 

29 111 

42 865 





21 200 

22 408 

23 552 

Contracted services 


49 023 

41 100 

31 034 

- 

- 

- 

- 

- 

- 

- 

Transfers and subsidies 


137 448 

79 492 

43 906 

- 

- 

- 

- 

20 000 

21 140 

- 

Other expenditure 

4, 5 

89 592 

112 238 

133172 

- 

- 

- 

- 

146 865 

153 722 

158 423 

Loss on disposal of PPE 



337 

4 408 








Total Expenditure 


519 225 

531 198 

555 416 

301 561 

312 739 

312 739 

- 

531 391 

560 167 

565 192 

Surplus/(Deficit) 


253 211 

(107 757) 

(32 422) 

1 268 479 

345 478 

345 357 

- 

27 527 

128 180 

99 310 

Transfers and subsidies - capital (monetary 
allocations) (National / Provincial and District) 



445 782 

422 206 





535 274 

597 316 

591 740 

Transfers and subsidies - capital (monetary 
allocations) (National / Provincial Departmental 
Agencies, Households, Non-profit Institutions, 
Private Enterprises, Public Corporatons, Higher 

6 











Transfers and subsidies - capital (in-kind - all) 












Surplus/(Deficit) after capital transfers & 

contributions 


253 211 

338 025 

389 785 

1 268 479 

345 478 

345 357 

- 

562 801 

725 496 

691 050 

Taxation 












Surplus/(Deficit) after taxation 


253 211 

338 025 

389 785 

1 268 479 

345 478 

345 357 

- 

562 801 

725 496 

691 050 

Attributable to minorities 












Surplus/(Deficit) attributable to municipality 


253 211 

338 025 

389 785 

1 268 479 

345 478 

345 357 

- 

562 801 

725 496 

691 050 

Share of surplus/ (deficit) of associate 

7 











Surplus/(Deficit) for the year 


253 211 

338 025 

389 785 

1 268 479 

345 478 

345 357 

- 

562 801 

725 496 

691 050 
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EXPENDITURE ALLOCATIONS - 2017 / 2018 
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The budgeted allocation for employee related costs for the 2017/18 financial year totals R261.9 
million, which equals 49 per cent of the total operating expenditure. In terms of the South African 
Local Government Association (SALGA), salary increases have been factored into this budget at a 
percentage increase of 7.36 per cent for the 2017/18 financial year. An annual increase of 5.9 
and 5.8 per cent has been included in the two outer years of the MTREF (CPI plus 1%). As part 
of the District Municipalities cost reprioritization and cash management strategy vacancies have 
been significantly rationalized downwards. 


The cost associated with the remuneration of councilors is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1 998 (Act 20 of 1 998). The most recent proclamation in this regard has been 
taken into account in compiling the district municipality’s budget and a provision of 7.36 
percent has accordingly been made to cushion such costs. 

A significant provision has been made in lieu of depreciation expense (R55 million - 
2017/18, R58 million - 2018/19 and R61 million - 2019/20 respectively). This is in line with the 
continued capital infrastructure program being implemented by the district municipality on an 
annual basis. Depreciation is widely considered a proxy for the measurement of the rate of asset 
consumption. It must also be noted that the implementation of GRAP 17 accounting standard 
has meant bringing a range of assets 
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previously not included in the assets register onto the register. This has resulted in a significant 
increase in depreciation relative to previous years. 

The district municipality has made a provision of R21 million in the 2017/1 8 budget for repairs and 
maintenance. Whilst this is not in line with the National Treasury’s requirement of 6.35% of the 
total operating cost, provision to be made from the Total Property, Plant and Equipment (PPE) in 
line with MFMA circular number 55, considering the current budgetary constraints, the district 
municipality can only stretch itself this far in order to make the necessary provision due to 
budgetary constraints as in 2016/17 budget the repairs and maintenance were budgeted at 5 per 
cent. This is however a significant decrease of R16 million from the provision made in the current 
final budget (R25 million) vs adjustments budget. 

As part of the review of the local government infrastructure grant framework, National Treasury 
has announced in the 2016 Division of Revenue Bill that the rules in the municipal infrastructure 
grant (MIG) framework will be amended to allow funds to be used to refurbish and replace 
infrastructure in the future. This will assist municipalities in the long-run as they do not have 
sufficient funding to make such provisions from their own budgets. 


Finance charges consist primarily of the repayment of interest on long-term borrowing 
(cost of capital). 

Bulk purchases are directly informed by the purchase of water from the Department of 
Water Affairs (DWA). The total provision made in lieu of bulk water purchases during 
2017/18 is R3 million. 
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6. Capital expenditure 


Table 5 Summary of Capital Expenditure Municipal Vote 


DC44 Alfred Nzo - Supporting Table SA35 Consolidated future financial implications of the capital budget 


Vote Description 

Ref 

2017/18 Medium Term Revenue & 
Expenditure Framework 

Forecasts 

R thousand 


Budget 

Year 

2017/18 

Budget Year 
+1 2018/19 

Budget Year 
+2 2019/20 

Forecast 

2020/21 

Forecast 

2021/22 

Forecast 

2022/23 

Present 

value 

Capital expenditure 

1 








Vote 1 - Executive and Council 


550 

159 

112 

118 

125 

133 


Vote 2 - Planning and Development 


100 

106 

112 

118 

125 

133 


Vote 3 - Budget and Treasury 


1 912 

2 021 

2134 

2 262 

2 398 

2 541 




520 







Vote 4 - Technical service 


112 

538488 

547 768 

580 634 

615 472 

652 400 


Vote 5 - Community services 


1 650 

1 744 

1 842 

1 952 

2 069 

2194 


Vote 6 - Corporate Service 


7 950 

8 225 

8 435 

8 942 

9 478 

10 047 




532 







Total Capital Expenditure 


274 

550 743 

560 402 

594 026 

629 668 

667 448 

- 

Future operational costs bv vote 

2 








Vote 1 - Executive and Council 


66 990 

70104 

73 713 

78136 

82 824 

87 793 


Vote 2 - Planning and Development 


36 273 

38 341 

18164 

19 254 

20 409 

21 634 




129 







Vote 3 - Budget and Treasury 


522 

136 905 

141 864 

150 376 

159 399 

168 963 




180 







Vote 4 - Technical service 


929 

191 027 

201 402 

213487 

226 296 

239 874 


Vote 5 - Community services 


67 284 

70 976 

74 794 

79 281 

84 038 

89 080 


Vote 6 - Corporate Service 


50 393 

52 815 

55 255 

58 571 

62 085 

65 810 




531 







Total future operational costs 


391 

560 167 

565 193 

599 105 

635 051 

673 154 

- 

Future revenue bv source 

3 








Property rates 

Service charges - electricity revenue 

Service charges - water revenue 


20 054 

21 197 

22 384 

23 727 

25151 

26 660 


Service charges - sanitation revenue 


3 532 

3 734 

3 943 

4179 

4 430 

4 696 


Service charges - refuse revenue 





- 

- 

- 


Service charges - other 





- 

- 

- 


Rental of facilities and equipment 


401 

424 

448 

475 

503 

534 




1 069 







List other revenues sources if applicable 

List entity summary if applicable 


804 

1 259 883 

1 229 008 

1 302 748 

1 380 913 

1 463 768 




1 093 







Total future revenue 


791 

1 285 238 

1 255 782 

1 331 129 

1 410 997 

1 495 657 

- 

Net Financial Implications 


(30 126) 

(174 328) 

(130 187) 

(137 998) 

(146 278) 

(155 055) 

- 


For 2017/18 a total budget of R520 million has been appropriated for the development of 
infrastructure which equates to a 97 per cent of the total capital budget of ANDM included projects 
to be funded internally. 

Whilst it makes sense to finance projects internally, consideration should be made to the extent 
of internal funds available to finance such projects. 


7 . 1 Cash/cash equivalent position 
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The Municipality’s forecast cash position was discussed as part of the budgeted cash flow statement. 
A ‘positive’ cash position, for each year of the MTREF would generally be a minimum requirement, 
subject to the planned application of these funds such as cash-backing of reserves and working 
capital requirements. 


7.2 Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available cash 
and investments as identified in the budgeted cash flow statement. The detail reconciliation of the 
cash backed reserves/surpluses will be provided in the final budget. Attached is the provisional 
report. 


DC44 Alfred Nzo Supporting Table SA10 Funding measurement 
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Total Operating Revenue 

Total Operating Expenditure 

Operating Performance Surplus/fDeficit) 

Cash and Cash Eguivalents (30 June 2012) 



774 121 

519 225 

254 896 

423 656 

530 861 
(107 205) 

43186 

470 679 

(427 493) 

1 038 939 

301 561 

737 378 

91 512 

312 739 
(221 227) 

91 391 

312 739 
(221 347) 

438 

438 

558 919 

531 391 

27 527 

66 502 

688 346 

560 167 

128 180 

664 501 

565 192 

99 310 

Revenue 













% Increase in Total Operating Revenue 




(45.3%) 

(89.8%) 

2305.8% 

(91.2%) 

(0.1%) 

(99.5%) 

510.8% 

23.2% 

(3.5%) 

% Increase in Property Rates Revenue 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

% Increase in Electricity Revenue 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

% Increase in Property Rates & Services Charges 




22.2% 

36.7% 

11.1% 

(32.5%) 

(0.6%) 

(100.0%) 

22.5% 

5.7% 

5.6% 

Expenditure 













% Increase in Total Operating Expenditure 




2.2% 

(11.3%) 

(35.9%) 

3.7% 

0.0% 

(100.0%) 

69.9% 

5.4% 

0.9% 

% Increase in Employee Costs 




25.3% 

4.7% 

7.7% 

4.9% 

0.0% 

(100.0%) 

12.4% 

5.7% 

5.6% 

% Increase in Electricity Bulk Purchases 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Average Cost Per Budgeted Employee Position (Remuneration) 





766305.7761 

825353.6216 




508969.3657 



Average Cost Per Councillor (Remuneration) 





142420.4098 

152360.0328 




204048.216 



R&M % of PPE 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


4.4% 

4.5% 

4.7% 

Asset Renewal and R&M as a % of PPE 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


108.0% 

108.0% 

109.0% 

Debt Impairment % of Total Billable Revenue 



91.2% 

72.1% 

86.2% 

70.2% 

103.9% 

104.5% 

0.0% 

95.4% 

95.4% 

95.4% 

Capital Revenue 













Internally Funded & Other (R'000) 



355 

31 427 

- 

- 

- 

- 

- 

- 

- 

- 

Borrowing (R'000) 



- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Grant Funding and Other (R’000) 



295 801 

476 583 

706 501 

1 365 644 

556 837 

556 837 

- 

532 274 

550 743 

560 402 

Internally Generated funds % of Non Grant Funding 



100.0% 

100.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Borrowing % of Non Grant Funding 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Grant Funding % of Total Funding 



99.9% 

93.8% 

100.0% 

100.0% 

100.0% 

100.0% 

0.0% 

100.0% 

100.0% 

100.0% 

Capital Expenditure 













Total Capital Programme (R’000) 



296 156 

508 010 

706 501 

1 365 644 

556 837 

556 837 

- 

532 274 

550 743 

560 402 

Asset Renewal 



- 

- 

- 

- 

- 

- 

- 

533 924 

552 487 

562 244 

Asset Renewal % of Total Capital Expenditure 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

100.3% 

100.3% 

100.3% 

Cash 













Cash Receipts % of Rate Payer & Other 



404.7% 

258.4% 

119.9% 

3.0% 

85.1% 

85.2% 

0.0% 

99.5% 

99.7% 

99.4% 

Cash Coverage Ratio 



0 

0 

0 

0 

0 

0 

- 

0 

0 

0 

Borrowing 













Credit Rating (2009/10) 









0 



Capital Charges to Operating 



0.4% 

0.3% 

0.0% 

10.7% 

(10.3%) 

0.0% 

0.0% 

0.2% 

0.2% 

0.2% 

Borrowing Receipts % of Capital Expenditure 



0.0% 

0.0% 

(1.3%) 

4750.6% 

(8264.5%) 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Reserves 













Surplus/(Deficit) 



221 843 

158 848 

(1 521 194) 

- 

- 

- 

- 

824 359 

879 302 

985 665 

Free Services 













Free Basic Services as a % of Equitable Share 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

0.0% 

0.0% 

Free Services as a % of Operating Revenue 













(ex cl operational transfers) 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

0.0% 

0.0% 

High Level Outcome of Funding Compliance 












Total Operating Revenue 


774 121 

423 656 

43186 

1 038 939 

91 512 

91 391 

438 

558 919 

688 346 

664 501 

Total Operating Expenditure 


519 225 

530 861 

470 679 

301 561 

312 739 

312 739 

- 

531 391 

560 167 

565 192 

Surplus/(Deficit) Budgeted Operating Statement 


254 896 

(107 205) 

(427 493) 

737 378 

(221 227) 

(221 347) 

438 

27 527 

128180 

99 310 

Surplus/(Deficit) Considering Reserves and Cash Backing 


221 843 

158 848 

(1 521 194) 

- 

- 

- 

- 

824 359 

879 302 

985 665 

MTREF Funded (1) / Unfunded (0) 


15 

1 

1 

0 

1 

1 

1 

1 

1 

1 

1 

MTREF Funded Y 1 Unfunded * 


15 

✓ 

Y 

X 

Y 

Y 

Y 

Y 

Y 

Y 

Y 


The reconciliation is intended to be a relatively simple methodology for understanding the budgeted 
amount of cash and investments available with any planned or required applications to be made. 
This has been extensively discussed above. 


7.3 Monthly average payments covered by cash or cash equivalents/ Cash flow Statement 
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DC44 Alfred Nzo - Supporting Table SA30 Consolidated budgeted monthly 
cash flow 


MONTHLY CASH 

FLOWS 

Budget Year 2017/18 

Medium Term Revenue and Expenditure 
Framework 

R thousand 

July 

August 

Sept. 

October 

Novembe 

Decembe 

January 

February 

March 

April 

May 

June 

Budget 

Year 

Budget 

Year+1 

Budget 
Year +2 














2017/18 

2018/19 

2019/20 

Cash Receipts Bv 

Source 
















Property rates 

Service charges - 












- 




electricity revenue 

Service charges - water 

1 











— 




revenue 

671 

1 671 

1 671 

1 671 

1 671 

1 671 

1 671 

1 671 

1 671 

1 671 

1 671 

1 671 

20 054 

21 197 

22 384 

Service charges - 
sanitation revenue 

294 

294 

294 

294 

294 

294 

294 

294 

294 

294 

294 

294 

3 532 

3 734 

3 943 

Service charges - refuse 
















revenue 












- 




Service charges - other 
Rental of facilities and 












- 




equipment 

33 

33 

33 

33 

33 

33 

33 

33 

33 

33 

33 

33 

401 

424 

448 

Interest earned - external 
investments 

Interest earned - 

833 

833 

833 

833 

833 

833 

833 

833 

833 

833 

833 

833 

10 000 

10 500 

11 025 

outstanding debtors 












- 




Dividends received 












- 




Fines, penalties and 
forfeits 












_ 




Licences and permits 












- 




Agency services 

Transfer receipts- 












- 




operational 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

38 957 

467 480 

530 375 

575 069 

Other revenue 

4 729 

4 729 

4 729 

4 729 

4 729 

4 729 

4 729 

4 729 

4 729 

4 729 

4 729 

5 029 

57 050 

121 692 

51 185 

Cash Receipts by 

Source 

46 518 

46 518 

46 518 

46 518 

46 518 

46 518 

46 518 

46 518 

46 518 

46 518 

46 518 

46 818 

558 517 

687 922 

664 053 

Other Cash Flows by 
Source 
















Transfer receipts - capital 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

44 606 

535 274 

597 316 

591 740 

Total Cash Receipts by 
Source 

91 124 

91 124 

91 124 

91 124 

91 124 

91 124 

91 124 

91 124 

91 124 

91 124 

91 124 

91 424 

1 093 791 

1 285 238 

1 255 793 

Cash Payments bv 

Type 
















Employee related costs 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

20 995 

251 940 

266 300 

281 213 

Remuneration of 
councillors 

833 

833 

833 

833 

833 

833 

833 

833 

833 

833 

833 

833 

9 998 

10 568 

11 160 


Finance charges 

Bulk purchases - 

74 

74 

74 

74 

74 

74 

74 

74 

74 

74 

74 

74 

888 

939 

991 

Electricity 

Bulk purchases - Water 












— 




& Sewer 

250 

250 

250 

250 

250 

250 

250 

250 

250 

250 

250 

250 

3 000 

3171 

3 349 

Other materials 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

1 767 

21 200 

22 408 

23 552 

Contracted services 












- 




Transfers and grants - 
other municipalities 
Transfers and grants - 












- 




other 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

1 667 

20 000 

21 140 

- 

Other expenditure 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

18 697 

224 365 

235 640 

244 928 

Cash Payments by 

Type 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

44 283 

531 391 

560 167 

565 193 

Other Cash 
















Flows/Payments by 

Type 
















Capital assets 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

44 356 

532 274 

550 743 

560 402 

Repayment of borrowing 
Other Cash 












- 




Flows/Payments 












- 




Total Cash Payments 
by Type 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

88 639 

1 063 665 

1 110910 

1 125 595 

NET 
















INCREASE/fDECREAS 

E) IN CASH HELD 

2 486 

2 486 

2 486 

2 486 

2 486 

2 486 

2 486 

2 486 

2 486 

2 486 

2 486 

2 786 

30126 

174 328 

130198 

Cash/cash equivalents at 
the month/year begin: 

36 375 

38 861 

41 346 

43 832 

46 317 

48 803 

51 288 

53 774 

56 260 

58 745 

61 231 

63 716 

36 375 

66 502 

240 830 

Cash/cash equivalents at 
the month/year end: 

38 861 

41 346 

43 832 

46 317 

48 803 

51 288 

53 774 

56 260 

58 745 

61 231 

63 716 

66 502 

66 502 

240 830 

371 028 


The purpose of this measure is to understand the level of financial risk should the municipality be 
under stress from a collection and cash in-flow perspective. It is especially important to consider the 
position should the municipality be faced with an expected disaster that threatens revenue collection 
such as water or service charges boycotts. As part of the 2017/2018 MTREF the municipalities 
decrease in cash position causes the ratio to move downwards and then increase slightly for outer 
years. As indicated above the Municipality aims to archive at least one month’s cash coverage in the 
medium term, and then gradually move towards two months coverage. This measure will have to be 
carefully monitored going forward. 

The repayment of R 120 million loan from DBSA is illustrated above to be R888 thousand. ANDM 
cash flow is negative showing a decrease in internal funding. The balance of R30 million the two 
outer years analyses of cash flow shows an increase in cash balance which is R170 million for 
2018/19 and R130 million for 2019/20. The surplus of R30million will assist in enhancing cash flows 
which were identified by Provincial Treasury to be sitting at R289million. This will therefore assist in 
reducing the municipal debt, (creditors / Accruals) and strategically allocated based on available 
cash at the time of payment. 


7.4 Surplus/deficit excluding depreciation offsets 

The main purpose of this measure is to understand if the revenue levels are sufficient to conclude 
that the community is making a sufficient contribution for the municipal resources consumed each 
year. An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of depreciation related to 
externally funded assets. Municipalities need to assess the result of this calculation taking into 
consideration its own circumstances and levels of backlogs. If the outcome is a deficit, it may indicate 
that rates and service charges are insufficient to ensure that the community is making a sufficient 
contribution toward the economic benefits they are consuming over the medium term. 


It needs to be noted that a surplus does not necessarily mean that the budget is funded from a cash 
flow perspective and the first two measures in the table are therefore critical. 


7.5 Debt impairment expense as a percentage of billable revenue. 

This factor measures whether the provision for debt impairment is being adequately funded and is 
based on the underlying assumption that the provision for debt impairment (doubtful and bad debts) 
has to be increased to offset under-collection of billed revenues. Considering the debt incentive 
scheme and the municipality’s revenue management strategy’s objective to collect outstanding 
debtors of 90 days, the provision is well within the accepted leading practice. 

7.6 Capital payments percentage of capital expenditure 

The purpose of this measure is to determine whether the timing of payments has been taken into 
consideration when forecasting the cash position. It can be seen that a 100 per cent timing discount 
has been factored into the cash position forecasted over the entire financial year. The municipality 
aims to keep this as low as possible through strict compliance with the legislative requirement that 
debtors be paid within 30 days of which this is not the case with the ANDM due to financial constraints 
except for the grant funded projects. 

7. 7 Borrowing as a percentage of capital expenditure (excluding transfers, grants and contributions) 
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The purpose of this measurement is to determine the proportion of a municipality’s ‘own-funded’ 
capital expenditure budget that is being funded from borrowed funds to confirm MFMA compliance. 
Externally funded expenditure (by transfers/g rants and contributions) has been be excluded. 


Transfers/grants revenue as a percentage of Government transfers/grants available 

The purpose of this measurement is mainly to ensure that all available transfers from national and 
provincial government have been budgeted for. A percentage less than 100 per cent could indicate 
that not all grants as contained in the Division of Revenue Act (Dora) have been budgeted for. The 
Municipality has budgeted for all transfers. 

7.8 Consumer debtors change (Current and Non-current) 

The purpose of these measures is to ascertain whether budgeted reductions in outstanding debtors 
are realistic. There are 2 measures shown for this factor; the change in current debtors and the 
change in long term receivables, both from the Budgeted Financial Position Both measures show a 
relatively stable trend in line with the Municipality’s policy of settling debtor’s accounts within 30 days. 

7.9 Repairs and maintenance expenditure level 

This measure must be considered important within the context of the funding measures criteria 
because a trend that indicates insufficient funds are being committed to asset repair could also 
indicate that the overall budget is not credible and/or sustainable in the medium to long term because 
the revenue budget is not being protected. 

7 . 1 0 Asset renewal/rehabilitation expenditure level 

This measure has a similar objective to aforementioned objective relating to repairs and 
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which was 
issued in December 2005) is to categorise each capital project as a new asset or a 
renewal/rehabilitation project. The objective is to summarise and understand the proportion of 
budgets being provided for new assets and also asset sustainability. 


Cash Backed Reserves/ Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the funding of a 
municipal budget in accordance with sections 18 and 19 of the MFMA. The table seeks to answer 
three key questions regarding the use and availability of cash: o What are the predicted cash and 
investments that are available at the end of the budget year? • Flow are those funds used? • What 
is the net funds available or funding shortfall? A surplus would indicate the cash-backed accumulated 
surplus that was/is available. A shortfall (applications > cash and investments) is indicative of non- 
compliance with section 1 8 of the MFMA requirement that the municipality’s budget must be ‘funded’. 
Non-compliance with section 18 is assumed because a shortfall would indirectly indicate that the 
annual budget is not appropriately funded (budgeted spending is greater than funds available or to 
be collected). It is also important to analyse trends to understand the consequences, e.g. the budget 
year might indicate a small surplus situation, which in itself is an appropriate outcome, but if in prior 
years there were much larger surpluses then this negative trend may be a concern that requires 
closer examination. 
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Total Operating Revenue 

Total Operating Expenditure 

Operating Performance Surplus/(Deficit) 

Cash and Cash Eguivalents (30 June 2012) 



- 

- 

- 

- 

- 

- 

- 

503 919 

568 389 
(64 471) 

9 583 

568 636 

538 600 

30 036 

615 243 

569 235 

46 007 

Revenue 













% Increase in Total Operating Revenue 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

12.8% 

8.2% 

% Increase in Property Rates Revenue 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

% Increase in Electricity Revenue 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

% Increase in Property Rates & Services Charges 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

5.0% 

5.0% 

Expenditure 













% Increase in Total Operating Expenditure 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

(5.2%) 

5.7% 

% Increase in Employee Costs 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

5.9% 

5.8% 

% Increase in Electricity Bulk Purchases 




0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Average Cost Per Budgeted Employee Position (Remuneration) 





0 

0 




0 



Average Cost Per Councillor (Remuneration) 





0 

0 




0 



R&M % of PPE 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

0.0% 

0.0% 

Asset Renewal and R&M as a % of PPE 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

0.0% 

0.0% 

Debt Impairment % of Total Billable Revenue 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

95.4% 

96.0% 

96.6% 

Capital Revenue 













Internally Funded & Other (R'000) 



- 

- 

- 

- 

- 

- 

- 

34 409 

(439) 

38 570 

Borrowing (R'000) 



- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Grant Funding and Other (R'000) 



- 

- 

- 

- 

- 

- 

- 

535 274 

597 316 

591 740 

Internally Generated funds % of Non Grant Funding 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

100.0% 

100.0% 

100.0% 

Borrowing % of Non Grant Funding 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Grant Funding % of Total Funding 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

94.0% 

100.1% 

93.9% 

Capital Expenditure 













Total Capital Programme (R'000) 



- 

- 

- 

- 

- 

- 

- 

569 683 

596 877 

630 310 

Asset Renewal 



- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Asset Renewal % of Total Capital Expenditure 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Cash 













Cash Receipts % of Rate Payer & Other 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

98.5% 

98.5% 

98.5% 

Cash Coverage Ratio 



- 

- 

- 

- 

- 

- 

- 

0 

0 

0 

Borrowing 













Credit Rating (2009/10) 









0 



Capital Charges to Operating 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.2% 

0.2% 

0.2% 

Borrowing Receipts % of Capital Expenditure 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Reserves 













Surplus/(Deficit) 



- 

- 

- 

- 

- 

- 

- 

18 219 

19130 

20 087 

Free Services 













Free Basic Services as a % of Equitable Share 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

0.0% 

0.0% 

Free Services as a % of Operating Revenue 













(ex cl operational transfers) 



0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 


0.0% 

0.0% 

0.0% 

High Level Outcome of Funding Compliance 












Total Operating Revenue 


- 

- 

- 

- 

- 

- 

- 

503 919 

568 636 

615 243 

Total Operating Expenditure 


- 

- 

- 

- 

- 

- 

- 

568 389 

538 600 

569 235 

Surplus/(Deficit) Budgeted Operating Statement 


- 

- 

- 

- 

- 

- 

- 

(64 471) 

30 036 

46 007 

Surplus/(Deficit) Considering Reserves and Cash Backing 


- 

- 

- 

- 

- 

- 

- 

18 219 

19130 

20 087 

MTREF Funded (1)/ Unfunded (0) 


15 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

MTREF Funded ✓/ Unfunded * 


15 

V 

✓ 

V 

V 

✓ 

V 

V 

✓ 

V 

V 


May 


41 


8 Municipal manager’s quality certificate 


I , municipal manager of Alfred Nzo District Municipality, hereby 

certify that the annual budget and supporting documentation have been prepared in 
accordance with the Municipal Finance Management Act and the regulations made under 
the Act, and that the annual budget and supporting documents are consistent with the Integrated 
Development Plan of the municipality. 


Print Name 

Municipal manager of Alfred Nzo District Municipality (DC44) 

Signature 

Date 
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